THE  MAY  DEPARTMENT  STORES  COMPANY 


St.  Louts,  Missouri,  June  9,  1948. 

Tfj  tbu  Slockhohlers: 

The  38t!i  Annual  Report  of  your  Company  and  its  subsidiaries  for  the 
year  ended  January  31,  1948,  is  submitted,  with  accompanying  report  of  our 
auditors,  Messrs.  Touche,  Niven,  Bailey  &  Smart. 

Last-in  first-out  method  of  delermiiiini' 

inventories  (known  as  the  LIFO  method): 

For  the  year  ended  January  31,  1942  your  Company  adopted  the  LIFO 
method  for  determining  inventories  and  the  report  to  stockholders  was  pre¬ 
pared  on  that  basis.  The  Internal  Revenue  Bureau  would  not  permit  retailers 
to  use  the  LIFO  method  for  tax  purposes  and,  therefore,  in  the  preparation 
and  filing  of  tax  returns  the  inventories  were  based  upon  cost  or  market, 
whichever  was  lower,  as  determined  on  the  first-in  first-out  (FIFO)  basis. 
The  use  of  the  LIFO  method  for  the  year  ended  January  31,  1942  resulted  in 
a  reduction  of  $2,128,958  in  the  book  amount  of  inventories.  During  the 
year  ended  January  31,  1943  this  reduction  was  restored  to  inventories  by  a 
credit  of  equal  amount  to  a  reserve  for  decline  in  inventory  valuation.  For 
each  year  subsequent  thereto,  in  the  determination  of  annual  income  the 
reserves  for  inventories  and  contingencies  have  been  increased  in  order  to 
provide  for  possible  decline  in  price  levels  and  other  contingencies,  and  in 
following  such  procedure  the  Company  has  endeavored  to  accomplish  the 
same  results  as  it  would  have  experienced  on  a  LIFO  basis. 

In  1947  the  United  States  Tax  Court  held  that  the  LIFO  inventory  method 
was  available  to  retailers  and  subsequently  the  Commissioner  of  Internal 
Revenue  issued  regulations  permitting  the  use  of  this  method  for  those  com¬ 
panies  that  had  filed  their  tax  returns  on  a  LIFO  basis  and  had  reported  to 
stockholders  on  that  basis  for  each  year  since  February  1,  1941.  When  the 
Company  adopted  the  LIFO  inventory  method  for  the  year  ended  January  31, 


1942  it  would  have  reported  its  income  for  tax  purposes  on  that  basis  if  the 
Treasury  Department  had  permitted  use  of  that  method. 

The  Company  has  requested  a  ruling  from  the  Commissioner  of  Internal 
Revenue  as  to  its  right  to  value  inventories  on  the  LIFO  basis  for  the  fiscal 
years  ended  January  31,  19d2  and  thereafter.  It  is  also  understood  that  a 
revision  of  the  regulations  is  under  consideration  which,  if  promulgated,  may 
permit  the  Company  to  use  the  LIFO  basis  for  tax  purposes  commencing 
w'ith  the  year  ended  January  31,  19'12,  the  year  in  which  it  was  first  adopted. 
If  the  Company  is  unable  to  obtain  approval  of  the  use  of  the  LIFO  method, 
then  the  asset  appearing  on  the  balance  sheet,  captioned  "CLAIMS  FOR 
RFFLJND  OF  FEDERAL  TAXES  ON  INCOME  AS  A  RESULT  OF  THE 
ADOPTION  OF  THE  LIFO  BASIS”  in  the  amount  of  $7,460,000  (repre¬ 
senting  the  excess  of  federal  taxes  on  income  on  a  FIFO  basis  over  such 
taxes  on  a  LIFO  basis)  will  have  to  be  eliminated,  cither  in  whole  or  in 
part,  from  the  records  by  a  reduction  of  earned  surplus.  This  item  has  been 
recorded  as  an  asset  in  order  to  conform  with  the  law  and  regulations  which 
require,  as  a  qualification  for  the  use  of  the  LIFO  basis,  that  reports  to 
stockholders  must  be  prepared  on  that  basis;  thus,  while  ordinarily  the  ad¬ 
justment  of  the  books  would  .not  be  made  until  approval  of  the  LIFO  basis 
by  the  taxing  authorities,  in  view  of  the  requirements  of  the  law  and  regula¬ 
tions,  adjustment  of  the  books  has  been  made  at  this  time. 

A  summary  of  the  results  of  operations  and  of  financial  data  for  the  fiscal 
years  ended  January  31,  1948  and  1947  is  presented  in  comparative  form 
on  a  LIFO  basis  as  follows: 

Operating  results: 

Vc-ar  cndc'il  J.inn,iry  31.  Iiicaasc 

lO-ta  19'<7  Decrease* 

S.i!cb  .  $358,013,576  $330,331,868  $27,681,708 

Con.solidated  net  profit  after 

taxes  .  17,231,481  18,653,570  1,422,089* 

Earnings  per  sliare  on  com¬ 
mon  stock  (b.ised  upon 
average  number  of  shares 

outstanding)  .  5.94(A)  7.05(A)  1.11* 

Dividends  paid  on  common 

stock  .  3.00  2.421/,  .571/, 

(A)  Earnings  per  share  on  common  stock  for  the  years  ended  January  31.  1948  and  1947 
on  a  FIFO  basis  (after  deducting  $1,533,428  as  a  provision  for  inventories  and  commitments 
during  year  ended  January  31,  1947)  would  h.ivc  amounted  to  $6.83  and  $7.12,  respectively, 
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Financial  data: 


Cash  and  government  sccuri- 


$  57,193,92(5  $  21,975,854 


Due  from  customers  .  33,461,784 


The  following  is  a  comparative  summary  of  the  profits  of  the  Company 
and  its  subsidiaries  over  the  preceding  six  years  on  the  FIFO  basis  and  on  the 
LIFO  basis,  respectively: 


$37,095,000  $35,692,000  $18,827,000 

28,101,000  27,247,000  7,680,000 

25,209,000  25,424,000  5,562,000 


$7.12  $18,654,000 
2.94  7,787,000 


1943  ....  17,060,000  15,965,000  4,698,000  1.91  5,054,000  2,05 

1942  -  9,829,000  11,518,000  3,260,000  1.32  5,673,000  2.31 

(.i)  Per  share  on  common  stock,  adjusted  to  reflect  2  for  1  split  on  April  3,  1945. 

Expansion : 

There  is  now  under  construction  a  new  branch  store  in  the  St.  Louis  area, 
located  in  Clayton,  St.  Louis  County,  Missouri,  which  it  is  anticipated  will 
be  open  for  business  the  latter  part  of  this  year. 

The  enlargement  of  the  Akron  store  consisting  of  the  addition  of  approx¬ 
imately  75,000  square  feet  of  selling  space,  increased  warehouse  facilities 
and  a  parking  deck  with  a  500  car  capacity  has  been  completed. 

The  Baltimore  store  is  being  expanded  by  the  addition  of  approximately 
68,000  square  feet  of  space  which  it  is  expected  will  be  available  for  our  use 
before  the  end  of  this  fiscal  year. 
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The  adclitioa  to  the  Wiishire  store  in  Los  Angeles,  which  resulted  in  a 
substantial  increase  in  selling  space,  has  been  completed.  During  the  past 
year  substantial  additions  to  the  warehouse  and  service  buildings  in  Los 
Angeles  and  St.  Louis  have  also  been  completed.  These  buildings  should 
provide  adequate  warehouse  and  service  facilities  for  the  enlarged  operations 
in  (hose  areas. 

In  October,  19-17  the  new  branch  store  on  Crenshaw  Boulevard  in  Los 
Angeles  was  opened  for  business.  The  results  from  the  operations  of  this 
store  have  been  satisfactory. 

On  May  10,  1948,  the  business  of  The  Strouss-Hirshberg  Company  of 
Youngstown,  Ohio,  was  acquired  by  your  Company  and  there  were  issued  to 
The  Strouss-Hirshberg  Company  approximately  148,000  shares  of  your  Com¬ 
pany’s  $5  par  value  common  stock  for  the  net  assets  of  that  company.  The 
Strouss-Hirshberg  stores  are  located  in  Youngstown  and  Warren,  Ohio,  and 
New  Castle,  Pennsylvania. 

Your  Company  now  owns  all  the  outstanding  common  capital  stock  of 
The  Wm.  Taylor,  Son  &  Company,  Cleveland,  Ohio,  having  acquired  the 
remaining  common  shares  since  January  31,  19'l8. 

Chani'cs  in  vapitalization: 

As  of  July  1,  1947,  your  Company  sold  its  securities  in  the  open  market 
as  follows: 

$15,000,000  2%%  Sinking  Fund  Debentures  due  July  1,  1972 — .at  101%. 

89,‘167  shares  of  $3.75  Cumulative  Preferred  stock, 

19-17  Series — .at  $100  per  share. 

There  are  approximately  13,500  holders  of  the  shares  of  the  Company’s 
common  stock  and  approximately  3,500  holders  of  shares  of  its  preferred 
stocks.  The  cash  dividends  on  the  comrac-n  stock  of  $3.00  per  share  con¬ 
tinued  the  Company’s  unbroken  record  of  consecutive  quarterly  dividends 
paid  since  incorporation  38  years  ago. 


Baltimore  fire  loss: 

On  February  24,  1947  the  Baltimore  store  was  damaged  by  lire  which 
necessitated  the  closing  of  the  store  for  eleven  days.  The  loss  on  building, 
equipment  and  merchandise  has  been  adjusted  with  the  insurance  companies 
and  the  amounts  received  have  been  included  in  the  financial  statements  for 
this  year. 

The  loss  of  profit  covered  under  Use  and  Occupancy  (business  interrup¬ 
tion)  policies  which  is  of  substantial  amount  is  now  in  process  of  adjustment 
with  the  insurance  companies  and  no  recognition  has  been  given  in  the  finan¬ 
cial  statements  to  the  amount  recoverable. 


We  wish  to  express  our  appreciation  to  the  officers  and  employees  for 
their  loyalty  during  the  past  year.  We  also  wish  to  recognize  the  cooperation 
that  has  been  given  to  us  by  our  sources  of  supply. 

Respectfully, 

MORTON  J.  MAY, 

President. 


pictorial  highlights 


Pittsburgh 

Typical  of  the  plant  pro^^rcss  made  at  Kaufniann's 
in  19‘17,  this  new  and  unusual  millinery 
department  which  breaks  with  the  past  in  its 
chaste  salon  atmosphere  for  higher  price 
hats,  its  increased  display  and  selling  fixtures 
for  medium  and  lower  price  merchandise — 
all  within  the  original  floor  space. 

More  convenience  for  the  M.  O'Neil  Co.'s  customer, 
our  new  parking  decks  built  and  completed  in  1947 
and  easily  accommodating  mote  than  500  cats. 

baltimore 

The  new  addition  to  the  May  Co.  will 
have  ten  business  floors  including  basement 
and  mezzanine.  This  photograph  shows 
the  building  progress  made  in  1947. 
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th  elBlllk  department  s! 


and  subsidiary  comp 

llilliisolidated  b 


CuRui'NT  Assist 
Cash  . 


United  States  Government  securities — at  cost,  less  amortization  of  premium  (aggre¬ 
gate  quoted  market  prices  $26,866,013)  ...  . . . 

Customers’  notes  and  accounts  receivable: 

Regular  retail,  le.ss  reserves  of  S2,dl9,3d5  . 

Instalment  (a  portion  of  which  is  due  after  one  year),  less  reserves  of  $657,360  . 

Other  accounts  receivable  . 

Inventories  of  merchandise  on  hand  and  in  transit  (Sec  Note  A)  . 

Refundable  federal  taxes  on  income  (See  Note  B)  . 

Prepaid  taxes,  insurance,  and  other  expenses  . . 

Inventory  of  supplies  . 


Ci-.MMS  roll  Ruitini)  of  I'i-dfral  Taxi-.s  on  Incomh  as  a  Rhsult  of  the  Adoption 
OF  Tin;  Lii'o  Basis  (consisting  of  overp.aynients  of  $5,990,000  to  be  claimed  for  the 
six  years  ended  January  31,  1947  and  reduction  of  $1,470,000  for  the  year  ended 
January  31,  1948 — See  Note  A)  . . 

Investments  and  Other  Assets: 

Notes  receivable  (store  landlord)  due  in  quarterly  instalments  from  1949  to  1966  . .  . 

Other  notes  receivable  . 

Investments  in  sundry  sccuritie.s — at  cost . . . 

Land  and  buildings  not  used  in  store  operations — at  cost,  less  reserves  of  $124,321 

for  depreciation  . 

Mi.scellaneous  . . 

Propertv,  Plant,  and  Equipment: 

Land — at  cost  . . 

Buildings  and  leaseholds — at  cost,  less  reserves  of  $20,618,879  for  depreciation  and 

amortization  . . . . 

Furniture,  fixtures,  and  equipment — at  cost,  less  reserves  of  $5,188,748  for  deprecia- 


Dclivery  equipment — at  cost,  less  n 


Deferred  Charges: 
Debenture  expense  . 
Miscellaneous  . 


e  of  $541,073  for  depreciation  . 


$  119,367 

27,628 


Goodwill,  Trade-Names,  Etc. 
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Bs  company  (a  new  york  corporation) 


e  sheet  january  31,  1948 


LIABILITIES 

Current  Liabilities  : 

Accounts  payable — trade  . . . 

Accounts  payable — sundry  . . . . 

Salaries,  wages,  bonuses,  and  commissions . . 

Federal  taxes  on  income  (See  Note  A)  . 

Miscellaneous  accrued  liabilities  . . 

Long-term  debt  due  within  one  year . . 

Total  Current  Liabilities  . .  . . . 


Long-Term  Debt  (exclusive  of  $300,000  included  in  current  liabilities) : 

sinking  fund  debentures,  due  July  1,  1972  (See  Note  D)  .  $  15,000,000 

Notes  payable  to  banks — unsecured  ($375,000  payable  annually  1949  to  1951, 
balance  payable  1952  to  1956)  .  4,231,250 


Reserves; 

For  federal  income  taxes  on  deferred  profit  on  instalment  sales .  $  1,050,000 

For  insurance,  etc . . . .  276,427 


Minoritv  Interest  in  Capital  Shares  and  Surplus  of  a  Subsidiary  Company  . . . 


Capital  Stock  AND  Surplus: 

Cumulative  preferred  stock  of  no  par  value  (carrying  value  $100.00  a  share),  author¬ 
ized  350,000  shares  (See  Note  C) : 

$3.75  Series  (1945),  issued  150,000  shares,  less  4,400  shares  in  treasury .  $  14,560,000 

$3.75 — 1947  Scries,  issued  89,467  shares,  Jess  1,700  shares  in  treasury .  8,776,700 

$3.40  Series,  issued  110,533  shares,  less  801  shares  in  treasury . .  .  10,973,200 

Common  stock,  par  value  $5.00  a  share,  authorized  5,000,000  shares,  issued  2,983,401 

shares,  less  273,912  shares  in  treasury  .  13,547,-145 

Capital  surplus  . .  17,572,124 

Earned  surplus  (See  Notes  A  and  D)  .  57,412,382 


f 


$  9,509,176 
3,688,229 
4,777,689 
14,606,571 
2,201,754 
300,000 


$  35,083,419 


19,231,250 


1,326,427 


3,280,334 


122,841,851 


$181,763,281 
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^department  stores  company 

and  subsidiary  companies 

solidated  surplus  year  ended  January  31,  19 


Capital  Suupi.us: 


Balance  at  February  1,  iy  l7 .  $  17,524,592 

AcUl  excess  of  carrying  value  of  preferred  stocks  purcliascd  during  tlic  year  over 
cost  thereof  . . . .  47,532 


Balance  at  January  31,  1948  .  . .  $  17,572,124 


Kaunp.I)  Suuplus: 

Balance  at  February  1,  1947: 

Per  previous  report  .  S  45,169,407 


Add: 

Adjustments  applicable  to  prior  years  as  a  result  of  the  adoption  of  the  LIFO 
ba.sis  (Sec  Note  A)  . .  $  5,036,057 


Le.ss  adjustment  arising  from  the  recoinputation  of  the  inventories  of  Kaufmann 


Department  Stores,  Inc.  as  of  October  1,  1946  (See  Note  B)  .  74,138  4,961,919 

Balance  at  February  1,  1947,  adjusted  to  the  LIFO  basis .  $  50,131,326 

Add  net  profit  applicable  to  shares  of  parent  company .  17,231,481 

$  67,362,807 

Deduct: 

Cash  dividends  paid  on: 


$3.75  cumulative  preferred  stock  (1945) — four  quarterly  dividends  of  93% 

cents  each  .  $  554,063 

$3.75  cumulative  preferred  stock,  1947  scries — two  quarterly  dividends  of  93% 
cents  a  share  paid  on  September  1  and  December  1,  1947,  less  dividend 
accrued  from  June  1,  1947  to  July  1,  1947,  date  of  sale  of  cumulative  pre¬ 
ferred  stock  .  139,792 

$3.40  cumulative  preferred  stock — four  quarterly  dividends  of  85  cents  each  375,710 

Common  stock — four  quarterly  dividends  of  75  cents  each .  8,127,832 

$  9,197,397 

Payment  under  Employees’  Retirement  Plans  applicable  to  services  for  prior  years, 

less  reduction  of  federal  taxes  on  income  as  a  result  thereof  (See  Note  E)  . .  . .  .  518,790 


Underwriting  commissions  and  expenses  incident  to  issuance  of  $3.75  cumulative 

preferred  stock,  1947  series  . . .  234,238  9,950,425 


Balance  at  January  31,  1948  .  $  57,412,382 


See  Notes  to  Financial  Statements. 
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department  stores  company 

and  subsidiary  companies 

:d  profit  and  loss  year  ended  January  31,  1948 


Nnr  Sales  (including  those  of  leased  departments) 


Deduct: 

Cost  of  goods  sold  (See  Note  A),  selling,  operating  and  administrative  expenses, 
cxclusiv’e  of  items  listed  below  .  $319,019,279 

Maintenance  and  repairs  . .  3,135,835 

Depreciation  and  amortization  . . . . .  2,536,832 

Taxes,  other  than  those  included  in  cost  of  goods  sold  and  federal  taxes  on  income  . . .  4,196,327 

Interest  on  debentures  and  other  indebtedness,  and  amortization  of  debenture  expense  317,373 


Other  Income  (Net): 

Interest  and  dividends  . . . . 

Miscellaneous  (net)  . 

Profit  Before  Provision  for  Federal  Taxes  on  Income . . 

Provision  for  Federal  Taxes  on  Income  (See  Notes  A,  E,  and  F)  . 

Net  Profit  (See  Note  A)  . 

Deduct  portion  of  net  profit  applicable  to  minority  interests  in  a  subsidiary  company.  . . 
Net  Profit  Applicable  to  Shares  of  Parent  Company . 


$  349,966 

230,589 


$358,013,576 


329,205,646 
$  28,807,930 

580,555 
$  29,388,485 
11,640,915 
$  17,747,570 
516,089 
$  17,231,481 


See  Notes  to  Financial  Statements. 
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department  stores  company 

and  subsidiary  companies 


A.  Duriiijj  the  (.mliil  J.inii.ity  31,  1912,  the  Ounp.iny  .uloplttl  llic  l.ist-in  first-out  (I.IFO)  inventory  h,\sis.  Uec.iiise  the  Ikireau  of 
lntern.il  Uevemie  wouhl  not  permit  the  use  of  the  I.IFO  b,isis  hy  taxpayers  whose  inventory  record.s  were  kept  on  the  rct.iil  in¬ 
ventory  methoil,  the  Comp.iny  oht.iiiiecl  .a  somewhat  .similar  inventory  figure  by  the  use  of  various  reserves.  In  January,  1947, 
the  Tax  Court  of  the  United  St.ites,  in  a  te.st  ease  brousbt  by  another  taxpayer,  decided  that  ret.iil  stores  may  use  the  I.IFO 
method.  In  March,  1948,  the  Treasury  Department  .icquiesed  in  this  decision  hy  issuing  reftiilations  for  the  use  by  retailers 
of  such  method,  however,  those  reRulations  limited  its  use  to  tliose  taxpayers  who  had  filed  t.rx  returns  on  th.it  b.isis  and  had 
issued  reports  to  stoekholders  continuously  on  that  b.isis. 


In  o 


1  that  I 


ii.ihfy  for  the 


ixin^  .uithor 


ayers  svlm  h.id  aelhered  to  t 
of  Intern.il  Keveiiue  as  to 
if  the  reftulations  is  under  c 
loses  eoniinencinp  with  the 
if  the  I.IFO  b.isis,  the  l.iw 
thus,  while  ordinarily  the  ml 


rulin^ts  of  the  Treasury  Department.  The  Company  has  requested 
s  rijtht  to  use  the  I.IFO  basis  of  valuing  its  inventories.  It  is 
.ideration  whieh,  if  promulgated,  may  permit  the  Company  to 
r  ended  J.iniiary  31,  19-12,  the  yc,ir  in  wliich  it  w.is  first  adopted. 
I  regulations  provide-  th.tt  reports  to  stockholders  must  be  pre- 
if  the  books  would  not  be  rn.ide  until  approval  of  the  I.IFO  basis 


the  ye.ir 


of  the  requirements  of  the  l.iw,  ad|ustment  of  the  b 
for  the  years  ended  January  31,  1942  to  1947  have  been  rest,ited  to  the  I.IFO  basis  and  the  income  for 
:y  31,  1948  h.is  been  determined  on  that  basis;  in  making  the  revisions,  reserves  previously  provided  for 
w,ir  and  post-war  contingencies,  for  inventories  and  for  merchandise  commitments  and  contingencies  have  been  eliminated.  A 
condensed  st.itc-nient  of  profit  and  loss  for  the  six  years  ended  January  31,  19-17,  as  revised,  is  presented  herewith.  The  net 
eflect  of  this  restatement  (including  Kaufniann's  Pittsburgh,  from  its  acquisition  on  October  1,  1946  —  See  Note  B)  is  sum- 
iii.ui/ed  as  folhiws- 


1,212,988 

1,293,241 

2,756,555 


$  680,000 
1,400,000 
1,080,000 


merchandise 
commitments  and 
contingencies, 
credited  hack 


1,500,000 

500,000 

1,533,428 


♦Denotes  increase  i: 
♦♦Denotes  decrease  i 


Jam 


profit  and  earned  surplus. 

I  profit  and  earned  surplus. 

Balance 
of  profit 
transferred 
to  surplus 
(previously 
reported  ) 


1942 

1943 

1944 

1945 

1946 
19-17 

♦Denotes  increase  ii 


S  3,259,561 
4,697,705 
4,964,499 
5,561,835 
7,680,039 
18,826,697 

profit. 


Provision  for 
inventories, 
merchandise 
commitments  and 
contingencies, 
credited  back 

$2,128,958 

381,978 

1,489,064 

1,500,000 

500,000 

1,533,428 


Reductiori  in 

‘‘of^LlFO^ 

$  28-1,153* 
26.033 
322,707 
332,988 
393,241 
1,706,555 


$2,413,11! 

355,945 

1,166,357 

1,167,012 

106,759 

173,127*" 


Net  profit 
as  adjusted 
on  a  UFO 

$  5,672,672 
5,053,650 
6,130,856 
6,728,8-17 
7,786,798 
18,653,570 


The  reduction  of  $7,460,000  in  federal  taxes  on  incon 
"CLAIMS  FOR  RHFUND  OF  FEDERAL  TAXES  ON 
If  the  Company  is  unable  to  obtain  approval  of  the 
whole  or  in  part,  from  the  records  by  a  reduction  of 


le  to  January  31,  1948  is  shown  in  the  accompanying  balance  sheet  as 
INCOME  AS  A  RESULT  OF  THE  ADOPTION  OF  THE  LIFO  BASIS." 
LIFO  method,  then  the  $7,460,000  will  have  to  be  eliminated,  either  in 
earned  surplus. 
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department  stores  company 

and  subsidiary  companies 


to  financial  statements 


A.  (Conliniicd) 

Tlic  inventory  of  tlic  m.ijority  owned  subdd/.iry  is  on  a  I'lVO  basis;  a  reserve  for  possible  future  inventory  losses  in  the  amount 
of  S275, ()()()  has  been  deducted  therefroin. 

13.  Kaufmann  Department  Stores,  Inc.  filed  its  income  tax  returns  on  a  l.lbO  basis  for  the  calendar  years  1011  to  1913  and  for  the 
nine  months  ended  September  30,  191(5  (it  w.is  consolidated  into  Tlic  M.iy  Department  Stores  Companv  on  October  1,  l9-((5),  Ac- 
cordinytly,  the  regulations  issued  in  March,  19-fa  permit  it  to  use  the  l.ll'O  b.isis.  Prior  to  the  decision  by  the  Treasury  De¬ 
partment  permittin};  the  use  by  retailers  of  the  Idl'O  basis  of  valuinj;  inventories,  that  Corporation  bad  paid  the  t.ix  on  a 
FII'O  basis  for  some  of  the  years.  The  estimated  overp.iymcnts  are  shown  on  llic  balance  slieet  as  "ficfunilable  federal  taxes  on 
ineome."  The  net  adjustment  arising;  from  the  recoinputation  of  that  Corporation's  inventories  (ineludinj;  the  .idpistment  of 
federal  t.ixes  on  income)  from  19-fl  to  September  30,  19-16  is  shown  as  a  charge  to  earned  surplus. 

C.  The  sinking  fund  provisions  require  that,  during  each  year  ending  July  1,  commencing  svilh  the  year  ending  July  1.  I9I.S  in  respect 

of  the  S3. 75  series  (19'f5)  cumulative  preferred  stock,  with  the  year  ending  January  31,  1950,  in  respect  of  the  19  f7  series 
S3.75  cumulative  preferred  slock  and  with  the  year  ending  July  1,  1952  in  respect  of  the  S3.'t0  cumulative  preferred  stock,  the 
Company  retire  at  least  one  per  centum  of  the  total  number  of  shares  of  each  such  series  of  preferred  stock  issued  prior  to  the 
beginning  of  such  year.  Tlie  redemption  price  of  the  $3.75  series  (19-15)  cumulative  preferred  stock  prior  to  July  1,  19-19  is 
$106.50  a  sliarc,  with  successive  reductions  of  $1.00  a  share  on  July  1,  19-19,  and  on  e.icli  second  July  I  thereafter  until  such 

price  is  reduced  to  $103.50  on  or  after  July  1,  1953,  plus  accrued  dividends.  The  redemption  price  of  the  19'l7  series  $3.75 

ciiimilative  preferred  stock  prior  to  February  1,  1950  is  $101.50,  with  successive  reductions  of  50  cents  a  share  on  Pehruary  1, 
1950,  February  1,  1951  and  February  1,  1952,  plus  aicrucd  dividends.  The  reilcmption  price  of  the  S3. -It)  cumulative  preferred 
.stock  is  $103.50  a  share,  plus  .accrued  dividends. 

In  llie  event  of  involuntary  liquidation  the  holders  of  the  preferred  stocks  are  entitled  to  receive  $100.00  a  share,  plus  accrued 
dividends. 

D.  The  debentures,  due  July  1,  1972,  are  subject  to  redemption  at  any  time  prior  to  maturity  .is  a  whole  or  in  part  .at  the  option  of 

the  Company,  at  periodic  reductions  in  prices  ranging  from  103-^1  m  1918  to  100  in  1970.  The  sinking  fund  provides  for  the 
redemption  on  July  1  in  e.ich  year  beginning  with  1952  of  $300,000  principal  amount  in  e.ich  of  the  years  1952  through  1956; 

$•150,000  in  each  of  the  years  1957  through  1961;  and  $750,000  in  each  of  the  years  1962  through  1971,  with  periodic  reduc¬ 

tions  in  prices  r.inging  from  101 1/,  in  1952  to  100  in  1970.  Under  tlie  terms  of  the  indenture,  tlie  Company  c.innot  p.iy  a  divi¬ 
dend  on  any  of  its  stock  unless  immediately  thereafter  the  capital  represented  by  the  outstanding  stocks  of  the  Company  (ex¬ 
cluding  treasury  stock  held  by  the  Company),  plus  consolidated  surplus  of  all  types,  less  the  cost  of  any  stock  of  the  Company 

owned  by  its  .subsidiaries,  aggregate  at  least  $80,000,000  plus  or  minus,  as  the  rase  may  be,  an  amount  equal  to  consolidated 
funded  indebtedness  of  the  Company  outstanding  in  excess  of  or  less  than  $20,000,000.  Of  the  consolidated  earned  surplus 
of  $57,dl2,382  at  January  31,  19‘l8,  the  sum  of  $-13,310,601  is  unrestricted  as  to  such  dividends. 

E.  During  tlic  ye.ir,  the  p.iymcnt  by  the  Company  under  the  Employees’  Retirement  Plan  applicable  to  servites  of  prior  years  amounted 

to  $803,672,  while  the  reduction  in  federal  taxes  on  income  as  a  result  thereof  amounted  to  S305,‘100.  The  inaiority  owned 
subsirliary  company  paid  $63,862,  during  the  year,  for  past  services,  in  respect  of  its  Plan,  resulting  in  .i  reduction  of  $2-1,268 
in  federal  taxes  on  income.  The  parent  Company's  proportion  of  the  subsidiary's  payment,  after  reduction  of  federal  taxes  on 
inciinie,  amounted  to  $20,518.  The  charge  to  earned  surplus  of  $518,790  represents  payments,  less  reiluction  of  federal  taxes 
on  income,  of  $<198,272  ($803,672  less  S3O5,'l00)  and  the  $20,518. 

F.  The  provision  for  fedend  taxes  on  income  of  $1 1,610,91 5  is  before  reduction  in  such  taxes  of  $329,668  (credited  to  earned  surplus) 

attributable  to  payments  to  employees’  retirement  funds  (charged  to  earned  surplus). 

G.  On  February  24,  1947  the  Baltimore  store  was  damaged  by  fire  which  necessitated  the  closing  of  the  store  for  eleven  days.  The 

loss  on  building,  equipment  and  mcrcluandise  has  been  adjusted  by  tlie  insurance  companies  and  the  amnimts  received  have 
been  included  in  the  financial  statements  for  this  year. 

The  loss  of  profit  covered  under  the  Use  and  Occupancy  (business  interruption)  policies  is  now  in  process  of  ad)ustmcnt  with 
the  insurance  companies  and  no  recognition  has  been  given  in  the  financial  statements  to  the  amount  recoverable. 

H.  The  estimated  cost  to  complete  building  construction  in  process  at  January  31,  19-18  is  approximately  $5,000,000. 

I.  Since  January  31,  1948,  (1)  the  Company  has  acquired  the  b.ilance  of  the  out.standing  common  stock  (-18.189^)  of  Tlie  Win. 

Taylor,  Son  &  Company,  and  (2)  has  issued  approximately  148,000  shares  of  its  $5.00  par  value  common  stock  for  the  net 
assets  of  The  Strouss-Hirshberg  Company. 
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^department  stores  company 

and  subsidiary  companies 

statement  of  profit  and  loss  (lifo  basis) 


Year  ended  January  31 


19-17 

Net  sales .  $330,331,868 

19-16 

$202,449,639 

1045 

$181,727,159 

1914 

$167,919,311 

1943 

$151,782,692 

1942 

$134,916,203 

Cost  of  ^oods  sold,  sell¬ 
ing;,  operating  and  ad¬ 
ministrative  expenses 
(inventories  st.ited  on 
a  LIFO  basis)  .  295,680,061 

175,82-1,121 

156,685,628 

146,633,437 

135,618,612 

123,159,689 

S  3-1,651,807 

$  26,625,518 

$  25,011,331 

$  21,285,874 

$  16,164,080 

$  11,756,514 

Other  income  (net)  ...  1,0-10,27-i 

621,671 

.382,595 

25,585 

199,430* 

238,842* 

Profit  before  provision 
for  federal  taxes  on  in¬ 
come  .  $  33,692,081  $  27,2d7,189  $  25,^24,126  $  21,311,-159  $  15,961,650  $  11,517,672 


Provision  for  federal 

taxes  on  income  ... .  13,979,765  19,d60,391  18,695,279  15,180,603  10,911,000  5,845,000 


Net  profit  on  a  LIFO 

basis  . .  $  21,712,316  $  7,786,798  $  6,728,8-17  $  6,130,856  $  5,053,650  $  5,672,672 


Deduct; 

Income  of  Kaufmann 
Department  Stores, 

Inc.  from  February 
1,  19-16  to  Septem¬ 
ber  30,  1946 .  S  2,527,446**$  —  $  —  $  —  $  —  $  — 

Portion  of  net  profit 
applicable  to  minor¬ 
ity  interests  in  a 

subsidiary  company  531,300  —  —  —  —  — 

$  3,058,746  $  —  S  —  $  —  $  —  $  — 


Net  profit  applicable  to 
shares  of  the  parent 

Company  .  $  18,653,570  $  7,786,798  $  6,728,8-17  $  6,130,856  $  5,053,650  $  5,672,672 


♦Denotes  deduction. 

♦♦Inventory  of  Kaufmann  at  September  30,  1946  based  upon  indexes  as  of  July  15,  1946,  prepared  by  Bureau  of  Labor  Statistics. 
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TOUCHE,  NIVEN,  BAILEY  8c  SMART 

CERTIFIED  PUBLIC  ACCOUNTANTS 
ARCADE  BUILDING 
ST.  LOUIS  I,  MO. 

June  7,  1948. 

Boakd  of  Dirfcious  and  Stockholders, 

The  May  Department  Stores  Company, 

St,  Louis,  Missouri. 

We  I1.1VC  cxainincil  the  consolidiitccl  b.Tl.incc  sheet  of  Tlic  May  Department  Stores 
Coinp.iny  and  subsidiaries  as  of  January  .11,  1948,  and  the  consolidated  statements  of 
profit  and  loss  and  surplus  for  the  year  then  ended  (except,  in  c.'ich  instance,  the 
ligurcs  of  The  Wni.  Taylor,  Son  &  Comiiany),  have  reviewed  the  systems  of  internal 
control  and  the  accounting  procedures  of  the  companies  and,  without  making  a  detailed 
audit  of  the  transactions,  have  examined  or  tested  accounting  records  of  the  com|\inic.s 
and  other  supporting  evidence  by  methods  and  to  the  extent  we  deemed  appropriate. 
Our  examinations  were  made  in  .iccordance  with  generally  accepted  auditing  standards 
and  included  all  procedures  which  we  considered  necessary  in  the  circumstances.  Messrs, 
lirnst  &  Ernst  have  made  a  similar  examination  of  the  financial  statements  of  The  Wm. 
Taylor,  Son  &  Company,  a  majority  owned  subsidiary,  as  of  January  31,  1948,  and  for 
the  year  then  endcil,  the  assets  of  which  represent  approximately  5%  of  the  consoli¬ 
dated  assets  .IS  of  January  31,  1948. 

The  accounting  policies  followed  by  The  May  Department  Stores  Company  have 
been  consistent  witli  those  of  the  preceding  year  except  for  the  use  of  the  last-in  first- 
out  (LIFO)  inventory  basis;  this  change,  which  has  our  approval,  is  explained  in 
Note  A  to  the  financial  statements. 

Based  upon  the  examinations  made  by  us  and  upon  the  opinion  exprcs.sed  in  the 
report  of  Messrs.  Ernst  &  Ernst  with  respect  to  the  financial  statements  of  The  Wm. 
Taylor,  Son  &  Company  not  examined  by  us  and  as  to  which  we  are  not  in  a  position 
to  assume  responsibility,  the  accompanying  consolidated  balance  sheet  and  related  state¬ 
ments  of  profit  and  loss  and  surplus,  in  our  opinion,  present  fairly  the  consolidated 
position  of  The  May  Department  Stores  Company  and  subsidiaries  at  January  31,  1948, 
and  the  consolidated  results  of  their  operations  for  the  year,  in  conformity  with  gener¬ 
ally  accepted  accounting  principles.  Except  for  the  change  in  accounting  policy  re¬ 
ferred  to  in  the  preceding  paragraph,  such  principles  have  been  applied  on  a  basis 
consistent  with  that  of  the  preceding  year. 

TOUCHE,  NIVEN,  BAILEY  &  SMART 

Certified  Public  Accountants 
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directors" 


Walter  J.  Bruiimark 
Jerome  Dauby 
Nathan  L.  Dauby 
David  Geller 
Alvin  D,  Goldman 
Lincoln  Grics 
Edgar  J.  Kaufmann 
Oliver  M.  Kaufmann 
Robert  Lehman 
Morton  D.  May 
Morton  J.  May 


Tom  May 
Wilbur  D.  May 
Charles  M.  Rice 
Alfred  L.  Rose 
Samuel  Rosenberg 
Walter  E.  Sachs 
Fred  Z.  Salomon 
Sydney  M.  Shoenberg 
Leonard  Strauss 
Leo  J.  Wieck 
Irwin  D.  Wolf 


febfficers 


Harmon  S.  Auguste 
Walter  J,  Brunmark 
E.  R.  Clarkson 
David  Geller 
Lincoln  Cries 
H.  L.  Katz 
Oliver  M.  Kaufmann 
Morton  D.  May 
Albert  Rosenberg 
Samuel  Rosenberg 
Sam  Sherman 
Alfred  Triefus 
Irwin  D.  Wolf 


^egistrai^^ 


for  Common  Stock 
Lawyers  Trust  Co. 
New  York.  N.  Y. 


for  ?3.76  Preferred  Stock  (1915) 
Irving  Trust  Co. 

New  York,  N.  Y. 

for  $3.76  Preferred  Stock 
1947  series 

The  National  City  Bank  of  N.  Y 
New  York,  N.  Y. 

for  $3.40  Preferred  Stock 
Guaranty  Trust  Co. 

New  York,  N.  Y. 
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Morton  J.  May,  President 
Jerome  Dauby,  Viec-President 
Nathan  L.  Dauby,  Vice-President 
Edgar  J.  Kaufmann,  Viee-Presidenl 
Tom  May,  Vice-President 
Wilbur  D.  May,  Vice-President 
Fred  Z.  Salomon,  Vice-President  and  Treasurer 
Sydney  M.  Shoenberg,  Vice-President 
Leonard  Strauss,  Vice-President  and  Assistant  Secretary 
Leo  J.  Wieck,  Secretary  and  Assistant  Treasurer 


"  ”  SeGr6t^riesM  a.  Galbasln 

‘  ’..’I  ’ ' ' I-'.';'',' 'it  Edwin  I.  Geller 

.vl'  Alfred  Henry 

L.  L.  Kinsey 
A.  E.  Priebe 

M.  A.  Richardson 
J.  C.  Ritchie 


trustee 


for  2  5/8%  Sinking  Fund'Debentures 
due  July  1, 1972 

The  Chase  NationallBank  of  the  City  of  New  York, 
New  York,  N.  Y. 


for  Common  Stock 
Irving  Trust  Co. 
New  York,  N.  Y. 


for  $3.76  Preferred  Stock  (1945) 
The  Chase  National  Bank 
New  York,  N.  Y. 

for  $3.76  Preferred  Stock 
1947  series 
Irving  Trust  Co. 

New  York,  N.Y. 


for  $3.40  Preferred  Stock 
Bankers  Trust  Co. 
New  York,  N.  Y. 
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